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Member Bank Operations in 1946 


ORROWING by private business was responsible for the 
B continued high profits of member banks in the At- 
lanta Federal Reserve District during 1946. As the Treas- 
ury began to retire its obligations, which had grown steadily 
during the war years, this type of earning asset became less 
important, though it was still a major source of earnings. So 
great was the increase in earnings from loans because of 
expanded borrowing by business, agriculture, and industry, 
however, that the member banks as a group were able to 
report a slightly more profitable year in 1946 than they re- 
ported in 1945. 

While loans increased, both total deposits and Govern- 
ment-security holdings of the member banks declined for the 
first time in several years. As a result of banking operations 
during the past year, according to the annual study made by 
this bank, net profits after taxes for all member banks were 
about one percent greater than they were in 1945. That the 
total increase in net profits for all the banks was moderate 
was the result of a decline in net profits for 1946 at only one- 
fourth of the banks. The average of the ratios of net profits 
to invested capital at all the banks increased from 12.4 in 
1945 to 14.0 in 1946. 

The change that took place in banking operations during 
1946 was similar to one which began in 1945. At the begin- 
ning of 1946 member-bank loans were 45 percent greater 
than they had been at the beginning of 1945. The increase, 
however, had taken place toward the end of the earlier year, 
and earnings from this source were not fully reflected in the 
earnings statements for that year. Earnings from these loans 
together with earnings from a further 20-percent increase in 
loans during 1946 raised the proportion of total earnings 
on loans to 38.4 percent from 33.9 in 1945. Previously, from 
1941 until 1946, this ratio had been decreasing year by year. 
In point of the amount invested, however, United States Gov- 
ernment securities still are the most important type of asset. 

These conclusions are based on this bank’s tenth annual 
computation of operating ratios for the member banks. De- 
tails are given in tables on pages 34, 35, and 36. The ratios 

resented are arithmetic averages of the ratios of 329 member 
heuke on which data for the entire year were available. In- 
dividual bank ratios, of course, may differ considerably from 
the general average. To facilitate comparison the data are 
grouped according to bank size, 

It was the profits of the smaller banks rather than those of 
the larger ones that held up the level of earnings for all the 
banks, The net profits of the 64 banks with deposits of more 
than 15 million dollars declined approximately 7 percent in 
1946. On the other hand, each group of banks with deposits 
of less than 15 million dollars reported greater net profits 


in 1946 than they reported in 1945, and the greatest increase, 
about 55 percent, was reported by banks with deposits of 
less than one million dollars. 

A decline in the security holdings of the large banks was 
one factor that lowered their profits. As a general rule, the 
larger the bank the greater was the rate of decrease in Gov- 
ernment-security holdings. That the securities retired were 
short-term issues, which are usually owned by the larger 
banks, to a great extent explains this general tendency. Also, 
loans at the larger banks did not increase at as great a rate 
as they did at the smaller ones. 

Although expenses were higher during 1946 than they 
were in 1945, they did not increase as much as total earnings 
did. Salaries and wages for an identical group of banks, for 
example, increased more than six million dollars. Total 
earnings of these banks, however, increased 19 million dol- 
lars. Salaries and wages therefore constituted a smaller per- 
centage of total earnings than they had since 1937. Total ex- 
penses were only 60.7 of total earnings in 1946, compared 
with 65.1 percent in 1945. As a result, net current earnings 
before income taxes made up a larger proportion of the ex- 
panded total of earnings in 1946 than they did in 1945. The 
ratio of taxes on net income to total income was also lower. 
. Chiefly the failure of net profits to increase substantially 
despite these favorable factors is explained by a sharp de- 
cline during 1946 in the income derived from profits from 
the sale of Government securities, which are not included in 
the statements of current earnings. The ratio of net recoveries 
and charge-offs, which consisted chiefly of such profits, to 
total earnings declined from +7.6 in 1945 to +2.3 in 1946. 
Rapidly rising long- and medium-term-bond prices during 
1945 made it profitable for the banks to periodically sell 
short-term low-rate issues and to purchase higher-rate me- 
dium-term issues on the market. During the first half of 
1946 Government-bond prices declined, and during the re- 
mainder of the year they remained relatively stable. This 
source of net profits was therefore to a great extent elimi- 
nated. Its elimination was particularly important to the 
larger banks since profits from the sale of securities ac- 
counted for a large part of their high net profits in 1945. — 

A factor helping to sustain profits during 1946 was that 
total earning assets, consisting of the banks’ security hold- 
ings and loans, amounted to approximately 71 percent of 
total assets in 1946 for all the banks, compared with 66.8 
percent in 1945. In many cases the banks, instead of dispos- 
ing of Government securities to meet the Treasury’s with- 
drawals from its war-loan accounts, reduced their balances 
with other banks to some degree and to a lesser degree their 
reserves with the Federal Reserve Bank. Therefore the.mem- 
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AVERAGE OPERATING RATIOS OF MEMBER BANKS IN THE SIX 
AVERAGES OF INDIVIDUAL BANK pari 
Size Groups — Banks Grouped by Am 


Less Than $1,000,000 to $2,000,000 to 
ITEM $1,000,000 $2,000,000 $3,500,000 
1945 1946 1945 1946 - 1945 1946 
SUMMARY RATIOS : 
Percentage of total capital accounts : 
Net current earnings before income taxes.... 11.8 13.2 12.0 14.6 - 13.6 17.6 | 
Profits before income taxeS.........+.sseeee: 11.7 13.5 13.1 14.7 14.6 17.9 
Cash dividends declared...........ssseee0 29 3.2 3.1 3.3 3.5 3.5 
Percentage of total assets : } 
Total earnings.......... poiterenisaccanaases 2.2 22 19 2.1 2.0 22 
Net current earnings before income taxes... 8 9 7 8 mete: 4 9 
SOURCES AND DISPOSITION OF EARNINGS : } 
Percentage of total earnings: ‘ 
Interest on U.S. Government securities...... 31.6 28.2 30.4 33.0 35.1 33.5 
Interest and dividends on other securities.... 6.6 5.5 6.7 5.7 9.1 8.2 
Earnings on loans.........sssseeseccccceeers 46.9 §3.2 43.8 45.4 37.8 43.2 
Service charges on deposit accounts........ 74 6.4 6.9 6.7 7.2 6.0 
Other current earnings............ssseceeees 7.5 6.7 12.2 92. 10.8 9.0 
Total earnings.......... 100.0 100.0 100.0 100.0 100.0 100.0 
Salaries and wages............... 31.9 29.7 32.1 31.1 27.8 
Interest on time deposits’.............. ponte 5.7 . $6 7.6 6.6 9.1 8.5 
Other current expenses.......... Seb vesaneee 23.3 22.9 25.8 23.9 25.0 22.7 
Net current earnings before income taxes. 39.1 41.8 34.5 38.0 34.8 41.0 
Net recoveries and profits...........seeeeee- + 6 +11 + 44 + 19 + 38 ie: | 
Taxes on net income...... Set ee Peek 8.7 6.3 6.7 6.8 6.8 6.4 
Net 31.0 36.6 32.2 33.1 31.8 34.7 
RATES OF EARNINGS ON SECURITIES 
AND LOANS : 
Percentage of U.S. Government securities :. 
Interest on U.S. Government securities...... 1.7 1.5 1.4 1.5 1.5 15 
Percentage of other securities : 
Interest and dividends on other securities... 38° 45 3.7 3.8 3.5 5.2 
Percentage of total securities : 
Net recoveries and profits on securities...... + + 2 + 2 
Percentage of total loans: 
Earnings on loans.......... Coe rr 79 8.0 6.0 70 5.7 6.5 
Net recoveries on + J + | — 
DISTRIBUTION OF ASSETS : 
Percentage of total assets : / 
U.S. Government securities......... pecswaiee 41.2 41.8 40.0 45.3 45.4 47.6 
Other securities.............. hese 4.4 3.5 3.8 3.9 5.5 5.6 
13.6 15.6 16.5 15.1 14.6 16.3 
Cash 40.2 38.6 39.0 35.1 33 8 30.0 
Real-estate assets........... 5 5 6 5 6 A 
All other l 0 Jl Jl 
Total assets.......... 100.0 100.0 100.0 100.0 100.0 100.0 
OTHER RATIOS : 
Total capital accounts to: : 
78 78 6.2 6.1 5.6 5.6 
” Total assets less Government securities and. 
8.6 8.6 6.6 6.6- 6.0 6.0 
Time deposits’ to total deposits ete ccseeesaner’ 12.3 11.0 16.8 16.0 19.5 20.6 
Interest on time deposits to time deposits’. .... 8 9 8 8 9 9 
U.S. Government securities to total deposits. . 44.5 45.0 42.6 48.2 48.2 50.5 
Cash dividends to net profits...... 33.7 32.9 29.1 
Number of banks*.......... 17 12 44 36 66 64 


*Banks with none were excluded in computing this average. 
*One member bank not in operation for the entire year of 1945 was excluded from the compilations for 1945, and three member banks oan in opera 
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IE SIXTH FEDERAL RESERVE DISTRICT IN 1945 AND 1946 


INK RATIOS, EXPRESSED IN PERCENTAGES 
Amount of Total Deposits 


$3,500,000 to $7,000,000 to. $15,000,000 to More Than All District 

_57.00,000 $15,000,000 $75,000,000 $75,000,000 Member Banks 
1945 1946 1945 1946 1945 1946 1945 1946 1945 1946 
' 13.6 18.0 12.2 16.5 14.3 17.3 14.1 15.2 13.2 16.8 
15.4 19.3 16.9 17.8 19.8 18.0 18.8 16.9 15.8 17.7 
121 15.7 13.5 13.7 147 13.1 13.8 117 124 14.0 
3.8 35 3.2 3.3 24 26 3.5 3.3 3.3 3.3 
17 2.0 17 20 17 19 1.6 1.8 1.8 2.0 
6 8 6 7 6 8 6 7 6 8 
| 6 7 6 6 6 6 6 5 6 7 
40.6 37.7 43.1 414 44.2 41.9 47.1 42.6 39.0 37.7 
74 70 9.1 8.1 9.2 75 8.6 75 8.2 74 
34.2 40.6 27.9 328 25.2 30.7 24.2 30.4 33.9 38.4 
6.9 6.0 8.2 7.3 7.1 6.8 3.9 3.7 7.1 6.3 
6 1 1.0 ll 25 24 3.1 34 8 8 
10.3 8.6 10.7 9.3 11.8 10.7 13.1 12.4 11.0 9.4 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
29.9 28.0 30.3 29.0 29.1 278 24.8 25.9 30.2 28.5 
9.7 9.2 10.7 9.7 79 7.5 7.6 8.1 8.9 8.4 
25.3 22.2 26.8 24.6 26.9 25.2 30.3 275 26.0 23.8 
64.9 §9.4 67.8 63.3 63.9 60.5 62.7 61.5 65.1 60.7 
35.1 40.6 32.2 36.7 36.1 39.5 373 38.5 34.9 39.3 
+ 5.5 + 27 +121 + 34 +145 + 25 +13.4 + 50 + 76 + 23 
8.8 8.2 9.1 9.1 12.8 114 13.1 14.0 8.9 8.6 
31.8 35.1 35.2 31.0 37.8 30.6 37.6 29.5 33.6 33.0 
14 15 14 15 14 15 14 14 14 15 
3.1 3.3 3.0 28 28 27 3.1 29 3.2 3.6 
+ 2 + J + 2 + J + 5 + 2 + 4 + 2 + 2 + J 
49 5.8 4s 52 3.7 42 2.7 3.3 5.0 56 
3 + 2 + 3 +o 3 
| 478 50.3 53.0 54.0 52.2 52.9 52.7 50.3 478 50.1 
48 49 6.0 71 6.3 63 5.1 58 52 5.6 
13.6 15.4 120 13.4 12.4 148 148 17.2 13.8 15.1 
33.2 29.0 28.1 24.7 28.1 25.0 26.1 25.5 324 28.5 
5 4 6 6 8 8 9 8 6 6 
1 2 2 2 4 4 1 
| 1000 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
48 48 47 48 45 46 43 45 5.2 5.2 
31.3 272 31.9 27.7 25.5 21 23.9 217 32.3 28.9 
5.0 5.0 5.0 5.0 48 49 46 48 5.6 55 
19.9 21.3 22.4 24.2 17.2 18.1 13.6 16.7 18.7 20.1 
3 8 8 8 8 9 9 9 9 
50.2 52.9 55.7 56.8 54.8 55.6 55.3 529 50.4 528 
25.1 276 29.1 39.2 29.0 

75 82 60 71 42 43 20 21 324 329 


ot in operation for the entire year of 1946 were excluded from those for 1946. 
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ber banks’ reserve positions were tightened more than changes 
in reserve balances with the Federal Reserve Bank alone 
would indicate. 

The recent years of good profits for the member banks 
have brought a growth in capitalization. Not since 1937 have 
the banks declared cash dividends amounting to much more 
than 3 percent of total capital accounts, although the ratio 
of net profits to total capital accounts has been many times 
that. This policy was continued in 1946, when cash dividends 
amounted to 3.3 percent of total capital accounts, repeating 
the ratio in 1945. The member banks during 1946 distrib- 
uted to their stockholders only 29 percent of the total net 
profits earned. So rapidly did deposits grow during the war, 
however, that the ratio of capital to total deposits declined 
each year of the period. The ratio for 1946, on the other 
hand, was practically unchanged from the 1945 ratio of 5.5. 

Another wartime trend, a decline in the rate of earnings 
on loans, may have been reversed in 1946. Member-bank 
loans, which earned 6.5 percent each year until 1942, pro- 
vided a lower rate of earnings for each of the four years 
through 1945, when the rate declined to a low of 5 percent. 
In 1946 the rate of earnings on loans advanced to 5.6 per- 


cent. 


SIXTH DISTRICT MEMBER BANK CHANGES IN DEPOSITS, EARNING 
ASSETS, AND PROFITS FOR THE YEAR 1946* * 
(In Thousands of Dollars) 
Number Year Ending Year Ending Change 
Group* in Group Dec. 1946 Dec. 1945 Amount Percent 
Deposits 
A 12 9,661.9 9,237.2 + 424.7 + 46 
B 36 54,993.7 54,348.9 + 6448 + 1.2 
Cc 64 175,008.8 175,523.8 — 515.0 — 0.3 
D 82 403,864.7 411,628.2 — 7,7635 .— 1.9 
4 71 705,915.2 486.5 — 17,5713 — 2.4 
F 43 1,362,221.0 1,435,9260 — 73,7050 5.1 
G 21 2,934,341.5 3,372,549.1 — 438,2076 — 13.0 
Total 329 5,646,006.8 6,182,699.7 — 5366929 — 6.7 
Government Securities 
A 12 4,336.5 4,110.6 + 225.9 i+ 5.5 
B 36 26,536.2 782.6 + 1,753.6 + 7.1 
Cc 64 83,355.4 83,806.4 — 4510 — 05 
D 82 199,514.4  206,7545 — 7,2401 — 3.5 
E 71 367,057.1 402,362.9 — 35,3058 — 88 
F rk} 687,051.3  779,829.0 — 92,7777 — 11.9 
G 21 1,318,954.3  1,811,463.7 — 492,509.4 — 27.2 
Total 329 ,686,005.2 3,313,109.7 — 626,304.5 — 18. 
Loans 
A 12 1,696.4 1,067.7 + 628.7 + 58.9 
B 36 10,079.8 7,987.6 + 2,092.2 (+ 26.2 
Cc 64 36,565.3 26,660.4 + 9,904.9 + 37.2 
D 82 80,500.3 §9,302.2 + 21,198.1 (+) 35.7 
E 71 133,221.9 93,407.6 + 39,8143 + 42.6 
F 43 259,010.9 195,659.7 + 63,351.22 + 32.4 
G 21 __684,414.3 621,231.55 + 63,1828 10.2 
Total 1,205,488.9 1,005,316.7 + 2001722 + 199 | 
Profits 
A 12 82.1 §3.0 + 29.1 + $4.9 
B 36 406.4 333.3 + 73.1 21.9 
Cc 64 1,478.4 1,025.2 + 453.2 + 44.2 
D 82 3,014.9 2,140.7 + 874.2 + 40.8 
4 70 4,570.0 3,847.0 + 723.0 i+ 18.8 
F 43 8,214.0 8,849.3 — 635.3 — 7.2 
G 21 17,299.1 18,550.9 — 1,251.8 — 68 
Total 35,0649 ~ 34,7994 + 26.5 + 08 
*Average Deposits 
Group A— Up to $ 1,000,000 
Group C— 000,000-—- 3,500,000 
Group D— 7,000, 
Group E. 7,000, 15,000,000 
Group F— 15,000,000— 75,000,000 
Group G— Over 75,000,000 
**The banks in each group are identical for both years, the classification 
of each bank being determined by its average deposits for 1946. 


Adequate bank profits are one element of sound banking. 
They build up capital positions and protect the banks’ de- 
positors against depreciation in the value of assets during 
less prosperous periods. One danger accompanying a period 
of high earnings, however, is the temptation it offers for 
sharing in these profits by creating new banks where ade- 
quate facilities already exist. The high rates of profits earned 
by the banks during recent years were caused almost entirely 
by war financing. Consequently, the cessation of an increase 
in income from this source means that in the future banking 
profits will depend more and more upon careful and wise 
management, 


SUMMARY TABLE 
Operating Ratios of All Member Banks in the Sixth Federal Reserve District 
For Selected Years from 1937-46 


1937 1941 1943 1946 


1944 1945 


SUMMARY RATIOS 
Percent of total cap. accounts: 
Net current earnings........ 9.4 
Profits before inc. taxes..... wd 
Net 8.0 
Cash dividends declared.... * 
Percent of total assets: 
Total earnings.............. 4.1 
Net current earnings**...... 12 


SOURCE & DISPOSITION OF 
EARNINGS 


Percent of total earnings: 
vt 


WO~I0 


Wo ro 
wo 
NY 


bag 


Trust dept. earnings........ 
Other current earnings...... 
Total earnings............ 


HONDO 
So.» 


J 


Net recoveries & profits. . oe 
Taxes on net inc............ 
Net profits................ 


RATES OF EARNINGS ON 
SECURITIES & LOANS 
Percent of U. S. Govt. sec: 

Int. on U. S. Govt. sec....... 
Percent of other sec.: 
Int. & dividends on 
other sec.***............. 3.7 3.2 17 17 3.2 3.6 
Percent of total sec.: 
Net recoveries & profits 


+ 
Seo = 

+ 
Book 


DO 


Bote 
Bot 


uo 


Earnings on loans........... 6.5 6.5 5.7 5.2 5.0 5.6 
Net recoveries on loans..... 


DISTRIBUTION OF ASSETS 


Percent of total assets: 
$5.5 17.4 154 138 15.1 
Cash assets................ ‘“ 39.5 384 340 324 285 
Real-estate assets........... of 2.7 1.3 9 6 6 
All other assets............. 5 3 3 2 2 l 
Total assets.............. 100.0 100.0 100.0 100.0 100.0 
OTHER RATIOS 
Total cap. accts. to: 
7.6 6.1 §.2 5.2 
Total assets less Govt. 
sec. & cash assets........ ..... 28.6 32.2 323 28.9 
Total deposits.............. 3 14.7 8.4 6.6 5.6 5.5 
Time deposits to total deposits * 32.6 198 185 187 20.1 
Int. on time dep. totime dep.. * 1.6 1.0 9 m: 9 
Ratio to total deposits: 
No. of 320 «6315 324 329 


*Not computed 
**Net cartes earnings beginning with 1943 not comparable with those fo) 
prior years 
****Included in “all other earnings”’ 


| 
Int. & Div. on other sec.*** 27.5 
Earnings on loans........... 55.4 
Serv. es on dep. accts. 
17.1 
100.0 
alaries & wages........... 28.6 
Int. on time deposits........ 15.3 i 
Other current expenses..... 25.8 
Total expenses........... 69.7 
Net current earnings 
i 30.3 
—3.6 
26.7 
| + | | | | | | | | 
Percent of total loans: 
| 
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Sixth District Statistics Bank Announcements 

The Jeff Davis Bank and Trust Company, Jennings, Louis- 
pogo Percent Change| ana, was admitted to membership in the Federal Reserve 
Place panks | Feb. | Jan. Feb. Feb. 1947, from} System on February 26. It opened for business on March 12. 
ing jan, | Feb- | This bank is a newly organized state bank with capital stock 
amounting to $100,000, surplus to $20,000, and other cap- 
Anniston...... 3 jeter) 21am) 14067) — 16 | + B ital accounts to $5,000. Frank L. West is president, Walter 
Soie........ 2 13323 11°87 10,143] — 22 | — é B. Donald, Jr., vice president, Franklin A. Gallaugher ex- 
8-452] — 18] £19 | ecutive vice president and cashier, and Edward F. Simon 

Montgomery..| 3 63,081 48,409] —15 | + 30 secretary of the board. 

FLORIDA Jennings is the site of the first discovery of petroleum in 
— Louisiana, in 1901, and the field has been in continuous 
Greater Miami‘ 18 ie le ne production since that time. The town also has several rice 
30,071  30,091| 28.468) — 0] 4 6 mils, a number of machine shops, and other industrial es- 

— | 109°423| 85.755 — 12 | 13 lishments. One of its minor industries is the growing of 
<iiniaian Creole Easter lilies. It is also a gateway to important fishing 
Dieee.....:.: 2 12, 11,356] — 25 | 4+ 12 grounds on the Gulf of Mexico. 
| The Peoples Bank, Winder, Georgia, began remitting at 
Brunswick....| 2 —15| +14] par on March 1. This is a nonmember bank with capital 
2 3.172 51 — 12 | | stock of $25,000, surplus and undivided profits of $69,000, 
2 10) +2 and deposits of more than $3,000,000. The officers are C. O. 
Macon........] 3 | 49,351]  56,377| 38,153! — 12 | +.29 | Maddox, president and chairman; E. V. Pool, vice president 
19.34 +2 cashier; and B. C. Hill and J. B. Langford, assistant 
Savannah... 4 998} —15 | + cashiers. : 
Valdosta... 2 10,027} 10.752| 7.410} — 7] + 35 

LOUISIANA 
Baton Rouge.. 3 66,942 72,554 49,850) — 8 | + 34 Sixth District Statistics 
Lake Charles.| 3 23,524) 26.468] 19,976] — 11 | + 18 
New Orleans. . 7 503,645 564,174 431,504 —11 He 17 DEPARTMENT STORE SALES AND STOCKS 

2 15,575} 16,450] 13,500 +15 

kson....... 4 05,686| 114.747| 75,881) — 8 | + 39 No. of | Percent Change | No, of | Percent Change 
Meridian... 3 24°743| 2610291 — §| + 26 Place Stores |_Feb. 1947 from | Stores |Feb. 28, 1947, from 
Vicksburg... 2 20,498}  21,383| 21,973] — 4| — 7 Jan, | Feb. Jan. 31 Feb, 28 

TENNESSEE 
Chattanooga. . 4 108,525} 144,845} 84,581] — 25 | + 28 ALABAMA 
Knoxville... 4 102,013} 129,115 —21 | + 4 Birmingham... 5 +l | + 2 4 + 6 | +64 
Nashville... 6 221/207| 261/224] 185,698] — 15 | + 19 Mobile......... 5 

SIXTH DISTRICT Montgomery... 3 + 9 + 3 3 +14 +80 
32 Cities...... 109 | 3,181,139] 3,647,200] 2,683,091} — 13 | + 19 facksonville...| 4 | — § | + 2 g | 

UNITED STATES Orlando....... 3 — 10 
334 Cities..... ... 181,569,000! 93,417,000! 73,963,000! — 13 | 10 5 +3 3 +31 4% 

* Not included in Sixth District total Atlanta........ 6 + 8 — 0 5 +11 + 52 

Augusta....... 4 — 3 + 2 3 + 10 + 78 
AcOn......... 
aton Rouge. . | + 
e Jackson........ 4 + 3 + § 4 + 9 + 75 
Sixth District Statistics for February 1947 compared with February 1946 
PERCENT DECREASE 9g PERCENT INCREASE Chattanooga... 4 — 3 + 3 3 + 3 + 
asnville...... 
Furnituy}| grouped together under “other cities.” 
Gasoline 
Volume Outstandings 
No. Percent Percent 
ing January |February| January |February| 
Federal credit unions...... 43 + 3 —34 | + 0 + 64 
Demand State credit unions........ 23 | +29 | +77 | + 3} +50 
lustria. 

ju joan com: es. 

ad Small loan companies. .... 54 — 3 + 2 + 0 + 23 

Commercial banks......... 34 — 7 + 7 + 3 +115 


! 
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Federal Reserve Assistance in Financing 
Small Business 


bee Board of Governors of the Federal Reserve System 
has recommended to the Chairmen of the Senate and 
House Banking and Currency Committees a bill which would 
provide assistance in financing small business through es- 
tablished banking channels. It was introduced in the Senate 
on January 27, 1947, and is now before the Senate Commit- 
tee. 
The bill (S. 408) would repeal section 13b of the Fed- 
eral Reserve Act, adopted in 1934, which authorizes Fede?al 
Reserve Banks to make industrial loans. Certain provisions 
of this section have proved so restrictive as seriously to im- 
pair the ability of the Federal Reserve Banks to assist in the 
financing of business. 

In lieu of section 13b, the new bill would add a para- 
graph to section 13 of the Federal Reserve Act authorizing 
Federal Reserve Banks to guarantee loans made by financing 
institutions to business enterprises on a much more effective 
basis than that permitted by present law. While the Federal 
Reserve Banks would no longer have authority to make di- 
rect loans to business, they would be authorized to guaran- 
tee business loans subject to regulations prescribed by the 
Board of Governors and to the following qualifications: 


(1) No loan guaranteed could have a maturity of more 
than 10 years. 

(2) A Federal Reserve Bank could guarantee up to, but 
not more than, 90 percent of any loan. 

(3) The aggregate amount of all guarantees could not ex- 
ceed the combined surplus of the 12 Federal Reserve 
Banks. 

(4) In order to insure the availability of guarantees for 
loans to smaller businesses, the aggregate amount of 
all guarantees which are individually in excess of 
$100,000 could not exceed 50 percent of the com- 
bined surplus of the Reserve Banks. 

(5) The Reserve Banks would utilize their own funds 
to carry out guarantees made under the bill. 

The pending bill would repeal the appropriation of about 
139 million dollars available under existing law for indus- 
trial-loan operations of the Reserve Banks, and Government 
appropriations would no longer be used for this purpose. 

The bill does not place the Reserve Banks in competition 
with the private banking system. Loans guaranteed would 
originate with local banks dealing with local people whom 
they know and with whose character, capability, and capac- 
ity they would be familiar. A Federal Reserve Bank would 
not guarantee any loan unless requested by the local bank; 
but if such a guarantee is desired it would be promptly 
available, when approved by the Reserve Bank, without re- 
ferring the matter to any agency in Washington. The 12 Fed- 
eral Reserve Banks and their 24 branches provide a regional 


organization through which local financing institutions in all 
areas of the country would have convenient access to a guar- 
anteeing agency. 

As in the case of war-production loans under the V-loan 
program, a maximum interest rate would be set for guaran- 
teed loans. The present maximum rate under section 13b is 
5 percent and it is contemplated that the initial maximum 
rate under the new legislation would be the same. Within 
this limit, which may be subject to change with changing 
conditions, interest rates would be determined by the bor- 
rower and the bank. 

Guarantee fees charged would be specified percentages of 
the interest rate, graduated according to the percentage of 
the loan guaranteed. The method would be similar to that 
used in the V-loan program, when guarantee fees ranged. 
from 10 to 30 percent of the interest rate, according to the 
percentage of the guarantee. 

A basic need of small, independently owned business en- 
terprises is long-term funds. Some businesses need funds for 
modernization of equipment and some need special labor- 
saving facilities in addition to other requirements. The need 
also arises from the great increase in prices and greatly ex- 
panded volume of business which have come about in recent 
years and which have resulted in a much larger volume of 
accounts receivable and of inventories. Because of these va- 
rious factors many enterprises whose financing needs have 
ordinarily been met through current borrowings now need 
financing on a longer-term basis. 

Owners of small enterprises characteristically prefer to 
obtain their funds on a loan rather than an equity basis, be- 
cause they do not wish to permit a dilution of their own in- 
terests or to run the risk of losing control of their businesses. 
For this purpose term loans, amortized out of profits, are es- 
sential and desirable. This type of financing is particularly 
suitable for small businesses, which need a substantial period 
of time to retire loans by gradual repayment from earnings. 

Although large corporations secure a substantial amount 
of funds through term loans, the greater part of their need 
for long-term funds is met through security issues, a source 
not available to small concerns. The amount of long-term 
funds that the individual enterprise needs is relatively small. 
Many of these loan demands do not exceed $10,000 and 
relatively few exceed $100,000. 

It is recognized that business and credit conditions at 
present and at other times may not be such as to require ex- 
tensive use of the guarantee authority which this bill pro- 
vides. However, the Reserve Banks should have a stand-by 
authority of this kind in order that partial guarantees may 
be promptly available whenever needed. The Federal Re- 
serve System, which is a permanent organization created by 
Congress and responsible to Congress, is especially qualified 
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to provide this service because of its close contacts and daily Sixth District Indexes 
business relationships with banking institutions. Moreover its BTOCES 
responsibilities for maintaining sound credit conditions make Adjusted** Unadjusted 
it the appropriate agency for this purpose. Place Feb, | Jan. | Feb. | Feb. | Jan, | Feb. 
The system of providing financial assistance through par- [pisrrict........ 335 | giz | 192 | 311 | 280 | 179 
tial guarantees of loans no longer involves untried principles Birmingham. tad 
and procedures. For many years the Federal Reserve System Noe 530r | 304 446 | 298 
has had experience in making and guaranteeing business New Orleans..|_311 = a 
loans under section 13b of the Federal Reserve Act. Although DEPARTMENT STORE SALES* 
the authority of the Federal Reserve Banks under that sec- Adjusted** Unadjusted 
tion was restricted, they approved 3,542 applications for Place Feb. | Jan. | Feb. | Feb. | Jan. | Feb. 
commitments and advances ting to 566 million dol 
anta........ 
ars, and their personne gained a fund of knowledge and 
training in this type of financing. Interest and fees collected oe" a2 298 318 279 232 zr 
kson........| 327 342 312 281 253 268 
exceeded expenses and losses. facksonville....| 380 | 396 | 382 | 335 | 325 | 336 
During the war the Federal Reserve System acquired val- | | 
uable experience in the administration of the V-loan program 
for guaranteeing war-production loans. Under that program Nashville... | | 
they processed 8,771 guarantees, aggregating nearly 10.5 
billion dollars. The guarantee fees collected far exceeded ‘ LUMBER PRODUCTION® 
expenses and losses sustained and the operation resulted in Adjusted** Unadjusted 
i i D jan. Dec. 
a very substantial profit for the Government. The pending | | | 
bill follows the guarantee principle which was applied un- | six starTes..... 115 147 86 100 116 15 
der that program, and financing institutions are already fa- 3 
miliar with the services of the Reserve Banks in that field. 
Mississippi... 110 136 83 99 118 75 
Over the period since 1934, and especially during the war, Tamemee.....|. i 210 104 126 130 73 
the numerous small businesses throughout the country have 
become more vocal concerning their financing needs. The Place one 
Feb. Jan. Feb. Feb. Jan. Feb. 
commercial banking system and related financial institutions a 
177 186 161 175 178 
are in a strategic position to meet these needs by supporting Alabama opie 190 198 172 182 180 1 
TQ1a....... eee eee 
the pending bill. Tennessee... 136 144 124 158 174 158 : 
MANUFACTURING GASOLINE TAX 
Sixth District Statistics Place EMPLOYMENT*™* COLLECTIONS 
Jan, | Dec. | Jan. | Feb. | Jam. | Feb. 
CONDITION OF 20 MEMBER BANKS IN SELECTED CITIES 1947_|_1946_|_1946_|_1947_|_1947_|_ 1946 
(In Thousands of Dollars) SIX STATES..... 45 M4sr 133 159 165 136 
Percent Change Alabama....... r 
Item March 19] Fob, 19 [March | ize | ist | | 
1947 | 1947 | 1946 | Feb. 19 [March 20 Louisiana...... 34 135 130 134 48 129 
1947 | 1946 Mississippi... 55 | 142 148 60 121 
‘ennessee..... 55 1 142 162 70 138 
1,944,349] 1,912,336 |2,289,830] + 2 | — 15 
Loans—total.......--.++-++ 584,727| ‘581,409| ‘503,032] + 1 | + 16 CONSUMERS’ PRICE INDEX ELECTRIC POWER PRODUCTION® 
agricultaral 341,267] 340,096] 242,697 4+ 0 Jan. | Dec. | Jan. Jan. | Dec. | J. 
1947 | 1946 | 1946 i947 | i946 | 1946 
chasing and carrying Clothing...| 173 172 144 enerated.| 314 268 286 
securities.............. 74,630} 76,393} 128,372} — 2 | — 42 Ret... na. | na 114 Poel. 
Real estate loans........ 45,472| 44,363} 21,612); + 2 +110 Fuel, elec. generated. | 303 323 201 
Loans to banks.......... 4,147 4,143 1,339] + 0 | +210 and ice..| 121 119 Ml = 
Other loans 112,585| 110,590} 98,833) + 2 | + Home fur- ANNUAL RATE OF TURNOVER OF 
Obligations 171, + 139 139 131. Feb. Jan. Feb. 
Other securities... 177'396| 158140] 150788] +12 | ‘18 dollar... | Unadjusted 1 
.796| 161, + 4 MISSISS *Daily Average Basis 
Demand adjusted. 1 3 Feb Feb **Adjusted for seasonal variation 
Time deposits............. 459,176] 459,128] 431,044] + 0 | + 7 1947 1947 | 1946 || “1939 monthly average=100; 
US. Govt depocita 47,624| 51,038] 413,863] — 7 | — 88 other indexes, 1935-39=100 
Deposits of domestic banks | 481,006] 465,882| 564907} + 3 | —15 Unadjusted..| 236 | 238 | 214 || r Revised 
Adjusted**..1 232 234 211 |In.a. Not available 


39 


MonTu ty Review of the Federal Reserve Bank of Atlanta for March 1947 


District Business Conditions 


ROM the value of goods sold at Sixth District department 
F stores in the first half of March, it appears that the index 
adjusted for seasonal variations will show daily average sales 
for the month 3 points higher than those for February. By 
March 1 stocks and sales had resumed the relationship, three 
to one, that they had the year before the United States entered 
the war. The port of New Orleans during the first 10 months 
of last year handled total tonnage valued second only to that 
handled at New York. 

Preliminary figures point to increased industrial activity in 
the District for the first quarter of 1947. Mainly because of 
increased lumber-product shipments, there were 91,554 more 
freight-car loadings in the first eight weeks of this year than 
there were in the corresponding period last year. Although 
unemployment has been rising in the District since November, 
principally because of a labor-force growth more rapid than 
the growth in the number of available jobs, the rate of in- 
crease in January, the last month for which inclusive figures 
are obtainable, has been lower than the national rate. There 
were more workers, both family and hired, at work on Dis- 
trict farms the first quarter of this year than there were in the 
first three months of last year. Though prospects for field 
crops in the District were good, truck-crop production has 
been lowered by disease and bad weather, particularly in 
Florida. The high prices obtained for agricultural products 
since early in the war have resulted in an unprecedented 
demand for fertilizer, a demand even greater than the record 
supply. 

Trade 

The expenditure of 34 million dollars in Sixth District de- 
partment stores during February resulted in a figure of 338 
for the seasonally adjusted index of daily average sales, less 
than the January index of 341 but more than the February 
1946 index of 331. During the first two weeks of March, 
sales at the weekly reporting stores were approximately 9 
percent higher than they were during the same period in 
1946. If sales continue at this rate during the remainder of 
the month, the March index of daily average sales adjusted 
for seasonal variation will be 341 percent of the 1935-39 av- 
erage, compared with the indexes of the 338 for February 
1947 and 328 for March of last year. Even in this case, how- 
ever, the seasonally adjusted index will probably be below 
the indexes for each of the latter six months of 1946. 

Sales during February at the Sixth District furniture 
stores reporting to this bank were 11 percent greater than 
they were during February 1946, and at jewelry stores they 
were approximately the same. At household appliance stores 
sales were 13 percent greater than they were in January. 

Merchandise stocks on hand in Sixth District department 
stores at the end of February were estimated to be worth 102 
million dollars, or approximately three times the dollar 
amount of February sales, a figure equal to the stocks-to- 
sales ratio of February 1941. Stocks at these stores when 
computed to allow for changes caused by seasonal factors 
increased each month during 1946. In January 1947, how- 


ever, stocks on hand declined from the December level more 
than would normally be expected at that time of the year, 
and the seasonally adjusted index was reduced from 348 to 
311 (1935-39 = 100). At the end of February, however, when 
stocks were reported to be greater, the seasonally adjusted 
index was raised to 335. ; 

The importance of foreign trade to the District’s economy 
during the immediate postwar period is emphasized by the 
data recently released by the U. S. Department of Commerce 
on ocean-borne trade for the first 10 months of 1946. For 
the United States, the tonnage during this period exceeded 
the 10-month average for 1935-39 by more than one third. 
The tonnage handled by the District ports of New Orleans 
and Mobile placed them fifth and twelfth respectively among 
the 15 leading ports in the nation. In the value of the ton- 
nage handled, New Orleans ranked second to New York. 

The value of exports from U. S. ports was approximately 
twice the value of imports, and the tonnage of exports was 
about one and a half times the tonnage of imports. On a ton- 
nage basis, exports at New Orleans were 2.8 times as great 
as imports and at Mobile, twice as great. This unbalanced 
type of trade has been maintained by the use of dollar bal- 
ances accumulated by some foreign countries during the war 
years, through the extension of U. S. credit, and by relief 
shipping. The stimulus to exports from these sources will not 
continue indefinitely. Consequently, those who advocate a 
permanently built-up export market for Sixth District prod- 
ucts are emphasizing more and more the necessity of in- 
creasing imports as well as exports and of improving and 
stabilizing economic conditions in those countries to which 
the United States expects to sell its products. 


Employment and Industry 

Industrial activity in the Sixth District during the first quar- 
ter of 1947 gave indications that it would slightly exceed 
activity of the last quarter of 1946. There were fewer sig- 
nificant labor disputes and shortages of materials to hamper 
output. One indication of heavy activity and also the major 
difficulty apparent during the first quarter of the year was 
the shortage of freight cars, which is expected to continue 
severe until the summer. 

As the District enters the second quarter of the year, little 
sign of any immediate letup in activity is evident. More fa- 
vorable weather conditions beginning in the spring are ex- 
pected to spur operations in construction as well as in the 
lumber industry. Also a few industrial plants which are be- 
ing built or reconverted may begin production soon. 

The number of workers employed in District manufactur- 


‘ing during January remained approximately the same as the 


number employed during December. This represented a 9- 
percent increase over the January 1946 figure. The states re- 
porting the largest employment gains in a year’s time were 
Alabama with an increase of 14 percent and Florida with one 
of 11 percent. 

Unemployment has apparently been increasing moderately 
since November, largely because the increase in the labor 
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-force has outstripped the number of job openings. The num- 


ber of layoffs has been small, arising more from seasonal 
factors than from any slowdown in business activity. 

During November 1946 a post-war low of 174,500 work- 
ers in District states, it was reported, were unemployed un- 
der state insured-unemployment plans and the veterans’ un- 
employment program. According to the latest figures, an av- 
erage of 208,500 workers were idle during the first three 
weeks in January, an increase of 34,000 since November. 
This was in keeping with the national trend during the sec- 
ond half of 1946 of: steadily decreasing unemployment in 
the early fall months until December when the number of 
idle workers began to rise again. For the District the great- 
est deviation from this national pattern occurred during the 
early fall when reconversion in the Six States apparently 
lagged temporarily behind that of the nation as a whole. Of 
the national total of insured unemployment 10.2 percent was 
reported in District states in September, whereas only 8.2 
percent of this category were in these states during May 
1946. Since September, however, the District has fared bet- 
ter, because only 8.9 percent of the number of insured un- 
employed workers in the nation were reported in the Six 
States for the first three weeks of January. 

Production in the Sixth District has remained at high 
levels during the first quarter of 1947. During February the 
mills in Alabama, Georgia, and Tennessee consumed 10 
percent more cotton than they did in February 1946. Also 
coal and petroleum production has been higher than it was 
in 1946, and electric-power production during January was 
24 percent higher than it was a year ago. In general, how- 
ever, production levels for February showed a slight, in- 
significant drop from those for January. 

During the first eight weeks of 1947 the railroads in the 
Southern district loaded 1,067,817 cars, compared with 


976,273 during the same period of 1946. This current figure | 


is higher even than those of the war years although freight 
received from connections for the period was less than it 
was during 1943, 1944, and 1945. Much of the increase in 
carloadings in the Southern district has been caused by an 
increase of 41.8 percent in forest-product shipments since the 
first eight weeks of 1946. ; 

Livestock and merchandise shipments in less-than-carload 
lots are the only types of freight which have been generally 
lower since February. Since the end of February 1947, how- 
ever, the weekly total carloadings in the Southern district 
have been less than they were in the corresponding weeks 
of last year because shipments of coal and miscellaneous 
freight items have decreased. 

The national shortage of freight cars has been increasing. 
During the week of March 8 there was an average daily 
shortage of 36,698 cars, compared with a shortage of only 
3,395 cars during the corresponding week of 1946. Similarly, 
those areas with surplus cars reported fewer than they did 
in 1946. In view of the shortage of cars, one of the prime 
factors allowing for the increase in carloading is the ship- 
pers’ more efficient use of the cars by tying up fewer of 
them during long periods for loading and unloading. Accord- 
ing to estimates given at the recent meeting of the South- 
east Shippers Advisory Board in Birmingham, if sufficient 
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During the war years consumers paid immediately for a 
larger proportion of their purchases than they did before. 
They also paid their charge accounts more promptly. Even 
during most of 1946, though charge-account buying in- 
creased, people paid their accounts just as promptly. 
Since the removal in December 1946 of Government con- 
trol over charge accounts there has been only a slight 
lengthening of the average period for which accounts are 
outstanding. (The average number of days were estimated 
from collection ratios; yess 1947 is the latest month 
shown. 


OUTSTANDING ORDERS, MERCHANDISE RECEIVED, 
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Because of difficulties in’ securing merchandise the out- 
standing orders reported at the end of each month rose 
rapidly during the war years and stood exceptionally high 
in relation to sales. After September, outstanding orders 
declined rapidly until, by the end of the year, they had 
reached the lowest point in relation to sales for several 
years. (Merchandise received was calculated from sales 
and stocks figures reported; February 1947 is the latest 
month shown.) 
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freight cars are available to care for the volume of traffic, 
rail freight shipments in the second quarter of 1947 will 
show a 10-percent increase over those in the same quarter 


of 1946. 
Finance 


At the middle of March total loans and investments of Sixth 
District weekly reporting member banks were almost un- 
changed from the level at the first of the year. Between Jan- 
uary 1 and March 12 comparatively minor changes had oc- 
curred from week to week in the amounts of commercial, in- 
dustrial, and agricultural loans reported to be outstanding, 
but at the end of the period these loans amounted to 339 
million dollars, compared with 338 million at the beginning 
of the year. 

Total loans had decreased to 581 million dollars from 
594 million largely because of the declines in loans to bro- 
kers and other security loans and in loans principally to con- 
sumers. Despite the recent retirement of Government se- 
curities, total U. S. securities held by the banks increased 
approximately 12 million dollars, to a total of 1.2 billion on 
March 12. 

Total loans and investments were 387 million dollars 
greater on March 13, 1946, however, than they were on 
March 12, 1947. This decline was accounted for entirely by 
a decrease in the banks’ holdings of Government securities. 
The amount of total loans was 84 million dollars greater. 

A further retirement in short-term Government securities 
was made on March 15. Of the 2.8 billion dollars in Certifi- 
cates of Indebtedness maturing on April 1, 1.5 billion was 
redeemed in cash. 

Partly as a result of the Treasury-debt redemption and 
partly because of an increase in deposits subject to reserve, 
the ratio of excess reserves to required reserves for all the 
Sixth District member banks was reduced during the last 
year. The ratio of excess reserves to required reserves for all 
member banks in February 1946 was 13.8. This ratio had 
fallen in February 1947 to 8.7. The ratios of both reserve 
city and country banks declined—country banks from 22.7 
to 14.1 and reserve city banks from 6.5 to 3.9. 

An expansion in deposits subject to reserve at the country 
banks raised required reserves approximately 8 percent be- 
tween February 1946 and February 1947. The reserve bal- 
ances for these banks in February this year were approxi- 
mately what they were in the corresponding month of 1946. 
At the reserve-city banks required reserves decreased approx- 
imately 2 percent, largely because of a decline in deposits 
of banks. These deposits had evidently been drawn upon by 
the country banks in order to meet calls on their war-loan 
accounts. Because, however, the reserve city banks’ reserve 
balances were about 4 percent smaller in February 1947 than 
they were in February 1946, there was a reduction in the 
ratio of excess to required reserves. 

The postwar period has been marked by the establishment 
of many new businesses. In 1946, according to Dun and 
Bradstreet, there were 11,000 new business incorporations 
in the Sixth District states. The greatest number of these 
were in Florida, where 4,303 new businesses were incorpo- 
rated, The success of these and the already-existing business- 


es is, of course, of vital importance to the banks of the Dis- 
trict because they are important borrowers either on a short- 
term or, in some cases, on a longer-term basis. 

One measure of business success is the report issued by 
Dun and Bradstreet each month on the commercial and in- 
dustrial failures in the District. The record of the war years 
as shown in this report has been very good. There was in 
1942 a total of 372 commercial or industrial enterprises in 
the Sixth District involved either in court suits or in volun- 
tary actions likely to end in loss to creditors. The number 
decreased to 50 in 1943, 31 in 1944, and 27 in 1945 and 
then increased in 1946, but only to 48. Although during each 
of the first two months of 1947 there were 12 failures re- 
ported, these figures are still considerably lower than those 
of the prewar years. The total amount of liabilities involved 
in January of this year was one million dollars, and the 
amount in February was 262 million. The average amount 
of liabilities a month in 1946 was 140 million. 

C. T. T. 
Agriculture 

Field-crop prospects are good for most of the District. Good 
progress has been made in farm work, particularly in Louis- 
iana and in the southern parts of Georgia, Alabama, and 
Mississippi. Early in the season a below-normal rainfall per- 
mitted the preparation of fields and the planting of potatoes, 
corn, and spring grains. On the other hand, unfavorable 
weather and disease infestation have adversely affected truck- 
crop production. Florida growers, who in 1946 produced 
about two thirds of the District’s 130-million-dollar truck 
crop, were having one of the worst spring seasons in many 
years. Both the potato and the tomato crops were reduced 
by the freeze in early February and by blight infestations. 
The continued cold weather and frequent heavy rains during 
the first half of March caused substantial losses of acreage 
and delayed crops on the remaining acreage. Truck crops in 
Georgia, Louisiana, and Mississippi were also delayed by 
rains and cool weather in the early part of the month. 

In recent years the availability of commercial fertilizers 
has grown increasingly important as a factor in the evalua- 
tion of production prospects. Though District farmers have 
always used relatively large quantities of fertilizer, the high 
agricultural prices of recent years have resulted in unprece- 
dented demands for commercial plant foods. District farm- 
ers used more commercial fertilizer in 1946 than they did 
in any previous year. From about 2.2 million tons in 1940-41 
fertilizer consumption in the five states for which data are 
available increased to approximately 3.4 million tons in 
1945-46. Fertilizer-tag-sale information for these states in- 
dicates a consumption of 2.2 million tons from July 1946 to 
February 1947, or a 5 percent increase over that for the cor- 
responding period in the preceding year. 

Although the total quantity demanded will probably be 
greater than the supply available to the nation, the greatest 
need will be for nitrogenous materials, Net imports of nitro- 
gen are estimated at 133,000 tons, or about 5,000 tons more 
than the average net imports during the period 1937-39. Even 
though the 725,000 tons of nitrogen available for domestic 
use during the current year set a record, they will not meet 
the record demands of American farmers. 
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On farms in the geographic regions representative of the 
Sixth District states more workers were employed during the 
first three months of this year than were employed in the 
same period last year. The average number of family work- 
ers on farms was about 4 percent greater than the number 
last year, and the number of hired workers was about 8 per- 
cent greater. Increases in the number of hired workers were 
greatest in the delta cotton area, which is representative of 
Louisiana and Mississippi. The number of hired workers on 
both January 1 and February 1 was considerably higher than 
the number on farms on the corresponding dates in 1946. 
Although the number on March 1 shows little change from 
that for the same date last year, employment was undoubt- 
edly held down to some extent by adverse weather in the last 
week of February. On the first day of this year farm-wage 
rates in the areas representative of the District were 10 to 15 
percent higher than they were on January 1, 1946. The down- 
ward trend of the last three years in the length of the hired 
workers’ workday continued in all District states except 
Mississippi and Louisiana. 

Although farm prices during the first two months of this 
year have remained at approximately the high levels attained 
in the last part of 1946, the relationship of prices received 
to prices paid is less favorable to farmers than it has been 
at any time since the rapid farm-price increase began last 
July. Prices paid by the nation’s farmers rose 3 percent to a 


record high in the month ending February 15. At 234 per- 
cent of the 1910-14 prices the all-commodity index of prices 
paid by farmers was 26 percent higher in mid-February than 
it was a year ago. The mid-February index of prices for com- 
modities farmers use in production was 215 percent of its 
1910-14 average, 22 percent above the 1946 figure. For the 
most part farm prices received by District farmers have fol- 
lowed the trend of farm prices for the nation. On February 
15 the index of prices received by farmers for the nation 
was 262 percent of the 1910-14 base period. The index was 
248 for Georgia, 259 for Alabama, 257 for Tennessee, and 
265 for Louisiana. For Florida it was only 213, however, 
mainly because of the relatively low prices received for 
citrus fruits, 

Although District farmers continued to receive high prices 
in the early months of this year, the rise in production costs 
tends to offset the advantage gained by higher farm prices. 
Indications are that farm costs will not decline much during 
the first half of 1947. Although the prices that farmers pay 
for all commodities may decline somewhat, the prices of 
commodities comprising farm-production costs will probably 
increase still further. Since it seems probable that costs dur- 
ing the coming year will remain relatively high, farmers 
must give more attention than they have in recent years to 
methods of reducing production costs if net incomes are to be 
maintained. B. R. R. 


Sixth District Statistics 


RETAIL JEWELRY STORE OPERATIONS 


WHOLESALE SALES AND INVENTORIES* 
SALES INVENTORIES 
Percent Chan Percent Change 
Items No. of | "Fob. 1947 from Feb. 28, 1947, from 
Report-| jan, | Feb. |Report Jan. 31 | Feb. 28 
ing | 1947 | 1946 | imo | 1947 | 1946 
Automotive supplies. 7 —14 — 2 5 + 6 + 71 
Drugs and sundries. . 9 — 15 + 0 4 + 2 + 
Dry goods.......... 9 — 22 —11 4 + 14 + 61 
Electrical goods..... 3 — 16 — 16 
‘arm. supplies....... 3 — 12 + 31 
Groceries..........- 
Full lines......... 30 — 4 i+ 17 13 — 4% 4 53 
Specialty lines.... 10 —12 15 — 4 + 61 
General hardware... 9 — 7 + 31 + 6 +, 77 
Industrial supplies. . 5 — 10 
Lumber and buildi 
Machinery, equip., 
Tobacco products... 4 — 15 + 6 
Miscellaneous....... 20 — 6 + 25 18 + 7 + 61 
122 — 7 + 26 52 + 2 + 53 
* Based on U.S. Department of Commerce figures 


- Number Percent 
Reporting | January 1947 |February 1946| 
Credit sales.................e000. 22 +, 31 + 26 
Accounts receivable, end of month| 22 + 5 + 52 
Collections during month........ 22 +11 + 48 


RETAIL FURNITURE STORE OPERATIONS 


Number Percent 


Reporting | January 1947 |February 1946 
11 


Installment & other credit sales. . 94 
Accounts receivable, end of month. 101 
Collections during month 
Inventories, end of month......... 91 


+1+ 
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en eae output and employment were maintained in 
February and the early part of March at the record 
peacetime levels reached in January. The value of depart- 
ment-store sales has continued at a seasonally adjusted rate 
close to the level prevailing since early last summer. Whole- 
sale-commodity prices have advanced further. 


Industrial Production 
Industrial production, as measured by the Board’s seasonally 
adjusted index, was maintained in February at the January 
rate of 188 percent of the 1935-39 average. 

Output of durable manufactured goods was slightly above 
the January rate, owing mainly to increased activity in the 
automobile industry and to a somewhat greater-than-sea- 
sonal gain in production of lumber and other building ma- 
terials. The number of automobiles and trucks assembled 
reached a new postwar peak, which was about the same as 
the 1941 average. \ 

The Board’s index of steel production showed a slight 
gain in February, when a 9-percent increase in output at 
electric furnaces more than offset a 2-percent decline in pro- 
duction at open-hearth furnaces. In March scheduled opera- 
tions continued to advance, reaching a new postwar high of 
97 percent of capacity in the last week of the month. ; 

Output of manufactured food products declined somewhat 
in February, after allowance for the usual seasonal changes, 
owing largely to a reduction in the processing of fruits and 
vegetables, Activity showed little change at textile mills, and 
also in industries producing chemicals, rubber products, and 
most other nondurable manufactured goods. 

Mineral production was maintained at the January rate. A 
6-percent decline in coal output was offset in the total by in- 
creased production of crude petroleum and metals. 


Construction 

The value of construction contracts awarded in February 
was about the same as that in December, according to the 
F. W. Dodge Corporation. Awards in January had been about 
one fourth higher, mainly because of several large public 
and private projects. The value of awards for private non- 
residential construction continued to show little change from 
‘the reduced levels reached in November. The maximum 
amount of this general type of activity permitted under Fed- 
eral orders was raised substantially on January 10. 


Distribution 


Department-store sales during February and the first half of 
March showed about the usual seasonal advance, and the 
Board’s adjusted index of sales during the first quarter of 
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the year is likely to be at about the same average level as it 
was during the fourth quarter of last year, when the index 
was close to 270 percent of the 1935-39 average. The value 
of department-store stocks showed a greater-than-seasonal in- 
crease in February, and the preliminary adjusted stocks in- 
dex reached a level of 280 percent of the 1935-39 average. 

Shipments of coal and most other classes of revenue 
freight declined somewhat in February, owing in part to se- 
vere weather conditions, and then advanced during the first 
two weeks of March. Loadings of forest products, however, 
were considerably above the January rate throughout this 
period. 

Commodity Prices 

Wholesale commodity prices continued to rise during Feb- 
ruary and the first half of March. The Bureau of Labor Sta- 
tistics’ index of wholesale prices at 149 (1926=100) was 
one third above the level of last June. There were sharp in- 
creases to a new high level of 184 in the index for farm 
products, and the average of prices of commodities other 
than farm products continued to rise. 


Bank Credit 

Deposits of businesses and individuals at commercial banks 
declined sharply and Treasury deposits at Federal Reserve 
Banks increased in February as a result of large tax pay- 
ments. This shift of funds to Treasury accounts at the Re- 
serve banks put a drain on member-bank reserves, which 
was offset in part by a decline in required reserves and in 
part by an increase in Reserve-bank holdings of Government 
securities, In the first half of March, however, when Treasury 
deposits at the Reserve banks were drawn down in connec- 
tion with cash retirement of about 3 billion dollars of ma- 
turing securities, member-bank reserve positions were eased 
considerably and Reserve-bank holdings of Government se- 
curities declined sharply. Completion of the United States 
payment to the International Monetary Fund in February 
resulted in a decline in the total monetary gold stock of the 
Treasury and in offsetting changes in other Treasury and 
Federal Reserve accounts without affecting member-bank re- 
serve balances. 

Commercial and industrial loans increased further at 
banks in leading cities. Real-estate loans rose, moderately. 
Holdings of Government securities were reduced further in 
February through sales to maintain reserve position and 
were increased somewhat early in March because purchases 
of Treasury bills and certificates were larger than the amount 
of retired issues held by these banks. 
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